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KEY ECONOMIC INDICATORS: LIBERIA, DECEMBER 1971* 


All values in million U.S.$ 


Liberia uses the U.S. 
unless otherwise stated. 


dollar as its currency. 


% Change Average 
1969 1970 1971 (1970- Rate of 


1971) Growth 
__——-]2.$———SSSSSSs—SI HFG’ 





INCOME AND PRODUCTION 
GNP, Current Prices 1/ 2/ 


311.0 321.0 331.0 +3.1 +3.2 
Per Capita GNP, Current Prices 1/ 2/ (1's) 207 214 207 -2.1 None 
GDP, Current Prices (GOL) 2/ 396.6 416.1 436.9 +5.0 +5.0 

est. 

Per Capita GDP, Current Prices 2/ 264 277 _ ' -1.5 “7 

Average Liberian Wages 
Iron Ore 3/ ($ per day) 2.86 3.00 

Hourly ($ per mo.) 80(2.96/day @ 27 days/mo.) 
Staff ($ per m.) 275(10.19/day@ 27 eyafan. 
Rubber (Dollars/Day) 4/ 75 85 .98 = +15.2 
Iron Ore Production (million of metric tons) 22.8 23.7 22.0 -7.2 -1.7 
(est. ) 

Rubber Production (metric tons) 5/ 66,850 78,370 80,264 +2.4 +10.0 
Concessions (48,154) (54,143) (55,880) +3.2 +15.3 
Liberian (18,723) (24,227) (24,384) +.7 +10.1 

Average Price Paid by Firestone to 

Indigenous (Liberian) Rubber Producers 7/ 

Latex 20 16 14 -12.5 -16.2 
Specification Coagulum (US Cents per lb.) 18 13 10 -23.1 -20.4 
Non-Specification Coagulum (US Cents per lb.) 16 11 8 -27.3 -29.3 

MONEY, PRICES, BUDGET AND DEBT 

Cash in Banks 3.6 3.0 3.9 +30.0 +13.3 

(31 Dec. )(31 Dec. )(30 June) 
Demand Deposits 18.8 21.2 20.1 -5.2 +7.6 
(31 Dec. )(31 Dec.)(30 June) 

Net Currency Shipments 5.8 3.7 NA 

Public Debt Outstanding 207.0 202.0 205.7 +1.8 -3.1 
(External) 205.0 200.1 203.7 +1.8 -3.1 

(31 Dec. )(31 Dec.) (30 Nov.) 
Debt Service as % of Domestic Revenues 31.0 31.2 30.5 -1.8 -.8 

Commercial Interest Rates 8/ 

Consumer Price Index (1964-100) 9/ 125.3 126.4 126.8 +.3 +.6 

(first 6 mos.) 
Budget Surplus (+)/Deficit (-) 42.5 +3.7 _ e 
es 
Total GOL Receipts, Foreign and Domestic (actual) (actual) (prob.act.) “ 
79.1 89.2 94.3 or vis 

BALANCE OF TRADE +81.2 +64..0 +37.1 -42.0 -31.5 

Exports, FOB 195.9 213.7 222.8 10/ 4h.2 41.2 
US Share 2 9.5 NA 

Imports, CIF 124.7 149.7 148.610/ -.7 +14.9 
US Share 38.7 46.4 NA 


KEY ECONOMIC INDICATORS: LIBERIA, DECEMBER 1971* 


(CONTINUED) 


Main Exports to U.S. (1970): Iron Ore, 1.9 million long tons ($15.1); natural rubber, 
68,400 metric tons ($28.1) 

Main Imports from U.S. (1970): Machinery and capital equipment ($12.3); processed food and 
beverages ($11.7); processed industrial supplies ($5.1); 
parts and accessories for transport equipment ($4.2) 

*Statistics from GOL Ministry of Planning and Economic Affairs, other GOL agencies, private 

businesses and associations, and Embassy estimates. 


1/ Tentative estimates; there are no official GOL figures for GNP. 

2/ No adequate statistical deflators available to estimate constant prices; population 

growth 3% annually: 1.5 million 1969 and 1970; 1.6 million 1971. 

1971 figures from LAMCO; source 1969-70 figures not known. 

Including incentives but not costs of fringe benefits such as housing, medical care, etc; 

e.g., such costs add about .60/day; source-Rubber Planters Association. 

Projection for 1972: 83,000 (57,000--concessions; 26,000--Liberian) 

First 10 months average, 

Last Quarter. 

Vary from 7-10% at both beginning and end of 3-year period, mostly at upper limit & at 

slightly rising average over the period. 

9/ Liberian households of two or more with monthly income of $250 in late 193. 

10/ Arithmetic projections based on half-year's exports of $111.4 million and half year 
imports of $74.3 million. 
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SUMMARY 


The smooth constitutional transition following President Tubman's unexpected 
death in July 1971 once again demonstrated the political and economic stability 
that has become Liberia's hallmark. President Tolbert is moving ahead 
vigorously to improve the honesty and efficiency of the Liberian Government. 

He is also seeking ways to step up government revenues which increased only 
half as fast as expenditures during the period 1969-1971. Although 1972 may 

be a slower year for the Liberian economy than the last few, the economy is 
basically sound, longer range prospects remain good and Liberia's fiscal 
policies enjoy international respect. Iron ore provides both the largest source 
of government revenue and Liberia's most important export item. During 1972 
production and total value of natural rubber will continue to increase; important 
new exploitation of Liberia's substantial forest wealth will occur; offshore 

oil exploitation may pay off; and the decision may be taken to exploit a new, 
very large iron ore deposit. The recent realignment of international currencies 
and Liberian preferences for U. S. products will provide across-the-board 


advantages in 1972 to U. S. exporters to Liberia's dollar-based, free enterprise 
economy. 








CURRENT ECONOMIC SITUATION AND TRENDS 
Smooth Transition 


The major events of 1971 for Liberia were the death in July of William V. S. Tubman, 
who had been President of the country since 1944, and the smooth constitutional 
transition as William R. Tolbert, Tubman's Vice President for 19 years, acceded 

to the presidency. lLiberians are justifiably proud of this orderly transfer of 
power as a symbol of their political maturity. 


President Tolbert has called for "total involvement" for "higher heights" and has 
moved vigorously to improve the honesty and efficiency of the Liberian Government. 
He has also pledged to continue policies inaugurated by President Tubman. The 

two most important are "Unification" and the "Open Door." Both have been generally 
successful: the first was designed to break down barriers between the descendants 
of the original settlers (the so-called Americo-Liberians) and the indigenous 
tribal peoples; the second has brought large amounts of private foreign investment 
to Liberia. The book value of American investment alone is at least $300 million-- 
and is probably a good deal more--and is exceeded on the African Continent only by 
US investments in South Africa and Libya. 


GOL and the Foreign Concessions 


President Tolbert will also proceed with the initiative begun under President 
Tubman to scrutinize concession agreements granted foreign investors. The 
Government of Liberia (GOL) believes that its demonstrated political stability, 
economic reliability and proven natural resources warrant more modern arrangements 
with the foreign concessionaires than standards and expectations established in 
the initial post World-War II period and earlier. 


The GOL owns 37 1/2 percent of the largest Liberian iron ore mine (the Liberian 
American Swedish Minerals Company) and 50 percent of another (the National Iron 
Ore Company) of Liberia's present four iron ore mines. However, effective owner- 
ship and control of most of Liberia's "big business" are in foreign hands. This 
"enclave" sector (essentially iron and rubber) contributes about 40 percent of 
the country's monetary Gross Domestic Product (GDP) and 90 percent of Liberia's 
exports. LAMCO alone accounts for about half of all iron ore exported ($150.7 
million in 1970) and Firestone about 60 percent of all rubber ($36.2 million in 
1970). 


National Income Statistics 


Official statistics on national income are incomplete, and there are no accurate 
data on net transfer payments abroad. Therefore, the rough estimate of Gross 
National Product (about $321 million in 1970) should be interpreted with caution. 
The GDP figure is more reliable and in 1970 amounted to $416.1 million. Most 
experts believe that GDP has recently been increasing at around 5 percent 
annually. This would appear to be, however, at current prices. No constant 
price figures are published and available deflators are of questionable accuracy. 
The GOL consumer price index shows only a .6% increase 1969-1971 although the 
actual increase is widely regarded as having been several times that amount. 


Per capita GNP and GDP figures (Liberia's population is about 1.6 million) of 
$214 and $277 in 1970 are among Black Africa's highest but can be misleading. 
Income distribution in Liberia is highly skewed. The seventy-five to eighty 
percent of the population who live outside and on the edge of the monetary 
economy probably enjoy an annual GDP per capita of no more than $50. Diffusion 
and better distribution of national income remain among Liberia's major problems. 
In addition, because of Liberia's high population growth, about 3% annually, 
increases in per capita income are further attenuated. In fact, based on 
preliminary estimates, GDP per capita appears to have fallen 1.5 percent from 
1970's $277 to $273 in 1971. 


GOL Salaries and Revenues 


Due to budget restrictions, government salaries are so inadequate (e.g., $6,000 
at the ministerial level) that virtually all civil servants must supplement 
their government stipend from outside sources. This, of course, at least 
dilutes the attention they can bring to bear on strictly government business. 
In addition, the efficiency of the civil service has been hampered by the lack 
of merit promotion and retirement systems. President Tolbert has promised and 
has begun to implement reforms in this area. 


The GOL has had chronic budget problems, particularly for capital development 
and the maintenance of capital projects. Since the late 50's, these have been 
largely attributable to the burden of servicing its foreign debt which presently 
stands at about $206 million and absorbs about 30 percent of annual domestic 
revenues. Also, although considerable reforms have been accomplished in recent 
years and new taxes have been levied, the Liberian tax structure and its 
personnel still need further overhauling both as to the kinds of taxes imposed 
and to prevent "leakages" and evasion. 


It appears that the GOL ended calendar year 1971 (which coincides with the GOL 
fiscal year) with expenditures about $4-5 million greater than probable total 
receipts of $94.3 million. This deficit replaces surpluses registered in 

1969 and 1970. One of the most difficult tasks facing the GOL is represented 

by the contrast between the 1969-1971 rate of increase in domestic revenues of 
6.5 percent and that of expenditures over the same period of more than 13 percent. 


The Liberian Government's fiscal and budget problems will persist at least as 
long as the depressed iron ore market prevails. The 1972 budget estimates show 
revenues at $69.1 millions, down 7%, from 1971's probable actual domestic receipts 
of $69.9. IMF resources are counted upon to attain a balanced budget of $71.6 
million. It should be noted, however, that Liberian domestic revenue estimates 
are traditionally conservative. 








USAID 


In response to the Liberian Government's priority for agricultural development 
(see below) and consistent with its own objectives, USAID will be directing mor 
of its resources to agriculture as one of its two main areas of concentration 
in Liberia. The other is in the field of public administration where initial 
emphasis will be placed on assisting in the establishment of an Institute 

of Public Administration to become the central training, research and consultat 
facilitiy for the Liberian civil service. Continued USAID technical assistance 
will also be required to support the Liberian National Medical Center. 


Total USAID technical assistance (grants) has averaged around $5 million annual 
in recent years. Since 1965, $16.5 million has been extended to Liberia in 
capital development loans. New AID directions will result in higher utiliza- 
tion of US private contractors. A $1.9 million telecommunications technical 
assistance contract recently concluded between the Liberian Government and Gene 
Telephone and Electronics will be largely financed by AID. This project could 
well lead to recommendation for substantial new capital equipment expenditures 
in the telecommunication area. The GOL has indicated it may request future 
AID assistance in the sectors of road building and maintenance. water supply, 
electrical power generation and airfield improvement. 


World Bank and Other Donors 


The International Bank for Reconstruction and Development (IBRD) disbursed abou 
$7 million over the five-year period, 1965-1970, and may further increase its 

assistance. The Bank anticipates two FY 1972 loans totaling $8.4 million in th 
field of education and agriculture. Future IBRD projects in addition to these 
fields are envisaged in road maintenance and electrical power. Other significa 
donors to Liberia whose programs do not generally offer opportunities for US 

business firms are the United Nations Development Program and the Federal Reput 


of Germany. 


IF 

An indication of Liberia's financial reliability is the history of its relation 
ship with the International Monetary Fund (IMF). Since 1963, Liberia has had 
successive standby arrangements totaling $28.5 million as of September 1971. 
She had repurchased $24.2 million as of December 1971. As of the same date, 
the fund held 105% of Liberia's quota and the country remained in the first 
(gold) tranche position. Liberia is also a participant in the Special Drawing 
Rights arrangement with the Fund. 
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IMPLICATIONS FOR THE UNITED STATES 


Generally Sound Economy - Iron Ore 


Despite certain dislocations noted earlier, the Liberian economy is generally 
sound and longer-term prospects are good. As the present lag in steel production 
is overtaken and iron ore deliveries are quickened, Liberia will benefit. 


LAMCO, the iron ore company mentioned earlier, is proceeding with construction 

to bring on an additional 1.5 million metric tons of production annually by early 
1973. This production of magnetite ore will represent a new investment of $5-6 
million. 


Two new iron ore projects are in their final stages of proving out. One is at 
Bie Mountain, about mid-way between the present iron ore mine operation at 
Bomi Hills (Republic Steel's Liberian Mining Company) and Mano River (National 
Iron Ore Company--majority equity held by Liberians). There is some present 
uncertainty whether Republic-LM or a Japanese company would be entitled to 
explore-exploit the Bie Mountain area. 


The vast Wologisi iron ore deposit (perhaps 600 million tons of mineable reserves) 
in northeastern Liberia which has been under investigation for some years is also 
reaching the stop/go stage. A group of Japanese companies has an option until 
May 1972 to purchase controlling equity interest in the present holding company, 
the Liberian International American Corporation, which owns 80 percent of the 
stock of the Liberia Iron and Steel Corporation, concessionaire for the Wologisi 
development. 


In early 1971, the German-Italian Bong Mining Company started up a new pelletizing 
plant at its existing mine in central Liberia. Bong is continuing its explora- 
tion of the Putu iron ore deposit in southern Liberia but no move to exploita- 
tion is expected in 1972. 


Oil Exploration 


In 1971, four American oil companies--Ashland-AMOCO, Chevron and Frontier--in 
three concession areas, began drilling for offshore oil in Liberian territorial 
waters. Reportedly, "shows" were obtained and generally results were not 
unpromising. The companies reportedly spent about $7 million in this exploration. 
By late November 1971, all of the companies had moved their operations elsewhere. 
Although they are expected to resume drilling in 1972, the worldwide shortage of 
offshore rigs will impose practical limitations on when and for how long. 


Forest Products 


An encouraging augur for Liberia's future is the promise offered by the country's 
forest products. The value of the exports of these products--mostly logs--moved 
from $600,000 in 1967 to $5.7 million in 1970, down due to depressed world prices 
from 1969's $6.9 million. Liberia's forest reserves are considerable and 
relatively well-inventoried. The value of sawn lumber exported will increase. 
(President Tolbert recently announced that permission to export logs will be phased 
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out.) Forest values should also take a quantum jump when Vanply (wholly owned b 
Skelly Oil Co.) brings on stream a $12 million plywood factory in 1973-74. An 
apprently more remote but still possible eventuality is the establishment in Lit 
of a large wood pulp industry requiring a multi-million dollar investment. 


Agriculture 


The top priority of the Tolbert administration is agricultural development in 
general and particularly self-sufficiency in rice by 1980. (In 1970, about one- 
third of all rice consumed in Liberia was imported at a total value of about 

$9 million.) A GOL guaranteed price support scheme for rice is expected to go i 
effect in September 1972 when new milling and warehousing facilities will have t 
be obtained. There remains some difference of opinion whether it is economical] 
desirable for Liberia to attempt such self-sufficiency or whether there would be 
more net productivity and foreign exchange savings by concentrating on further 
development of tree crops, an area where Liberia appears to have a comparative 
advantage. 


Rubber 


Rubber's success is, of course, well known. Although low world prices for natuz 
rubber have been particularly felt by small indigenous Liberian producers, incre 
ing production will continue to mean growing total export values for rubber fron 
Liberia. Since Liberian production is less than 3% of the world's total, these 
increases will have little or no effect on world prices. Three large U.S. rubbe 
companies--Firestone, Goodrich, and Uniroyal--are among the seven foreign rubbez 
concessionaires in Liberia. 


Other Tree Crops 


Liberia remains able to fill its growing coffee quota. Cocoa production has bee 
disappointing and so have world prices. Recent attention has been directed tows 
improving the production of oil palm products (still in 1970 a relatively unimpc 
tant export item of $1.9 million). A palm kernel oil plant of 15,000 ton capac: 
in the Monrovia Free Port began production January 1972. A palm oil plant is 
scheduled for completion in March 1972. The output of new palm oil plantations 
become significant over the next year or two. Little has been done to exploit 
commercially Liberia's excellent citrus fruits. 


Other Trade Implications* 


The existing iron ore companies can be expected to continue routine replacement 
their largely-US manufactured mining and earth-moving equipment and new equipme! 
including magnetic separators, will be required by LAMCO's expansion (see above 
American manufacturers should remain alert to move aggressively when decisions : 
made to exploit the Bie Mountain or Wologisi concessions. Possibilities for U.S 
suppliers will, of course, be severely limited if Japanese financing is used fo: 
either. If oil is discovered in commercial quantities, U.S. equipment for the 1 
will almost undoubtedly be used. 


*Areas of well established and widely known US product leadership in Liberia 


(e.g., air conditioning, mining and earth moving equipment, processed food, etc 
are not discussed in this report. 
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A new major area for manufacturers will be in the range of products needed by the 
forest industry, from simple hand tools and saws through tractors for moving and 
carrying logs to saw mill, veneer and plywood machinery. Construction of a 

$1 million flour mill financed by US private investment will begin in 1972 but 

much of the machinery will apparently be of non-US manufacture. The government- 
owned and operated radio-television system is antiquated and needs major overhauling 
and replacement. 


Although pre-feasibility studies have not been completed, during 1972 the Liberian 
Government may seek engineering assistance for the early stages of the joint 
development with the Ivory Coast of a hydro-electric project on the Cavalla River 
which divides the two countries. 


Construction of a tire plant has been discussed over the last few years but 
apparently continues to flounder because of the limited size of the Liberian market 
and failure so far to gain the agreement of neighboring countries to give import 
advantages to Liberian tires. 


The Liberian Government is interested in reviving the presently moribund Liberian 
National Airlines to expand internal service and perhaps launch a regional West 
African service. The Government has received proposals from at least two inter- 
national carriers that serve Liberia outlining the prospects of accomplishing 
this goal. 


The GOL also plans to expand existing facilities at the busy international airport, 
Robertsfield, and the establishment there of a freeport is under discussion. 


US Trade Advantages 


American products are well known in the Liberian market and enjoy a built-in 
preference within reasonable price differentials. (Although about half of all 

new automobiles registered in 1970 were of Japanese manufacture, American sedans 
have retained a larger share of the market here than in probably any other country 
in Africa. ) This advantage will be enhanced by the recent realignment of inter- 
national currencies. Most of the Liberian leadership received their education in 
the US; US trading houses, manufacturers' representatives and agents and US banks 
have long been established in Liberia; although the US share of Liberia's imports 
has declined in recent years, the US has traditionally been Liberia's most 
important trading partner (two-way total of $95.9 million in 1970 with Liberia 
showing a $3.1 million surplus); American tool and industrial standards are 
compatible and in most cases the same as those of Liberia (e.g., 110 volt, 60 cycle 
house current). English is Liberia's official language. There is no inhibition on 
repatriation of capital and profits and Liberia's currency is, in effect, the 
American dollar. 


These considerations plus the political stability that has become Liberia's 
hallmark, its liberal laws of incorporation, its commitment to free enterprise 
and its excellent international air transportation facilities all lead to the 
conclusion that more US firms should explore using Liberia as a base for their 
West African regional operations. 
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